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Dear Applicants

We have considered your application for r ition of
exemption from federal income tax as an organization described in
section 501(c) (6) of the Internal Revanua Code. Wae have
determined that you do not qualify for exemption under that
section of tha Code. Our reasons for this conclusion and the
facts upon which it is based are explained below. :

The 1nfornati§n submitted indicates that you ware
ted on M 7 e AL

Axrticles of Ihcorporation state that your ﬁﬁrﬁose is to angage in
any lawful act or activity for which a corporation may be
organiged undar such law.

Your bylaws provide for two classes of membership,
capitalizing members and associate members. You state that you
have W} and will have no more, capitaliz nembers:

1 (e health plan),
health plan), o (a health plan), and I
* (a health care provider). Your bylaws provide that
associate membership consists of (a) providers (including, but
pot limited to, physicians or other practitioners of the healing
arts, hospitals, and suppliers of healthcare technology and
information services or suppliers of durable medical equipment,
engaged in the business of providing health care sarvices or
supplies to consumers), (b) payers (insurance companies writing
health care insurance, licensed health care service plans, HMOs,
and self-insured employee welfare benefit plans providing
panefits for health care services, (c) purchasers (employers or
associations purchasing on behalf of, or otherwise providing,
health care coverage to individuals, including those engaged in
the business of providing health care technology and information
sexvices), (d) at-large (those not engagad in the business of
providing health care or health care coverage, including fedaral
and state agencies, cities, and counties), and (e)
(those engaged in the business of providing information

(a




‘foster improved qua

technologies, products, or services to healthoare organizations).
All members excaept mambers are sligible to vote.
You state that the election of your directors is not limited to
or oontrolled by your capitaliz members.

_In your application, you state that your mission is to make
by facilitat the developmant of a
gecure, standards-based, open health ormation natwork designed
to: collect and npgrapriataly maka available information to
ity of care, reduce the cost and complexity

of administrative and clinical transactions, and use electronic
compunications to improve healthcare processes and decision-
making. You state that you will accomplish this by:

(1) facilitating the development of an open, sacurs
electronic natwork which supports the entire healthcare
industry; .

(2) identifying required information infrastructure
components and acting to ensure their availability;

(3) dafining functional requirements and general
architectural frameworks that support interoperability
and effactive data exchange among healthcare
organisations;

(4) communicating information systams and technology
requirements to the healthcare community;

(5) identifying vendor products and servi&.s compliant
wvith your requirements; ‘

(6) commissioning the development and operations of
critical infrastructure camponents that arae not
forthcoming from commarcial vendoxs;

(7) assisting your members to utilize the healthcare
information network to improve administrative
efficiencies and quality of care;

(8) educating healthcare professionals and industry
stakeholders; and

9) provi an opan and objective forum to obtain
input and review of your diroctions,.initiativa,

requirements, and proposals.

You state that you do not int-nd to operats a computer
network for the healthcare industry, but that you do intend to




support and encourage the development of a virtual computer
naetwork on the Intarnet, to which access would be controlled to

maintain security of the data. You stata that you bring together

all segments of the healthcare industry, including consumer
advocacy groups in a collaborative forum, and that your main
purpose is to facilitate the establishment of an elactronic
connactivity among healthcare organizations and their business
partners using secure, conveniant, and cost-effaective mathods.
You state that your purpose aims directly at breaking down the
barriers to afficient information exchange that are caused by the
lack of standards-based health information systems.

You state that the ability to uniformly and timely collect,
exchange, publish, and distribute sensitive health information
into the hands of the appropriate person or organization is a
critical need of the entire industry. You state that you have

established Wﬂut have been defined to
address the current prioritized problem list: :

requirement to nig::te the healthcare industry away
from proprietary ormation systems and onto a
standardized public network so that healthoare
professionals or organizations can electronically
communicate with each other.

(2) SPTEIAS - ensure that
snall provider organizations benaefit from the
administrative simplification provisions mandated under
the 1996 Health Insurance Portability and ,
Accountability Act, the law requiring health plans to
implement electronic data exchange compliant with
industry standards; current solutions have been
designed for large organisations with very high
transaction volumes.

ST S

¢ N ‘of the data and information neaeded
to manage healthcare delivery is maintained within
ropriletary information systems; disseminating such
nformation requires physicians and other prover
organizations to implement a different access method
for each information system.

(4) i - elavate the
priority assi to data oconfidentiality and privacy
by providing information and education about new tools
and techniques, by satting security objectives for
healthcare data exchange over public networks, and by




promoting information exchange with healthcare
requlators, vendors, and develcpers.

(5) R = define wethods which
would create a virtual patient record that can ba
reviewed, by appropriately authorized parties only,
regardlass of wvhere the saparate records are
maintained.

You state that your strategy, ), craates a virtual
health information network using the public Intermet. You state
that the strategy defines a set of security and administrative
‘services that allows each organization to have the appearance of
a private network without actually implementing separate and
distinct physical networks. Your strategy, when implementad by a
participating healthcare organization, allows the organization to
independantly establish and administar access to its
organizational information rescurces in a manner that is
consistent with any other participating organization.

You state that the sacurity and administrative sarvices
mentioned above are critical requirements for lementing the
virtual healthcare information network, the . You
state that a critical component of I is establishing a
healthcare certificate authority for user identification. You
state that you recognize the need for initiating an electronic
identification method that can be used by any organization to
authorize access to sensitive health information. You anticipate
establishing registration agents for this purpose. You state.
that any healthcare organization or healthcare system vendor nay
participate in WP by creating an appropriately configured
Internat website (a resource), accepting the MNP certificate
for usar ldentification ses, and agre:ﬁai.ig comply with
W standards and policies; use of the vill not be
limited to your members. You state that each participating
organization is responsible for creating, storing, maintaining,
and administering its information. A list of potential el
resources includes: administrative transactions supporting
eligibility verification, claims or ancounter raporting,
referral, pre-authorisation, health plan and health system
provider ectories, IPA rosters, pharmacy formularies, patient
records, business contracts, and any information that
organization want to distribute to healthcare users to support
their business processes.. .

Section 501(c)(6) of the Code provides for the exemption
from federal income tax of business leagues, chambers of




do-n:rce, real-estate boards, or boards of trade, not organized
for profit and no part of the net earnings of which inuraes to the
_benefit of any private shareholder or individual.

S8ection 1.501(c) (6)-1 of the Income Tax Ragulations révid
that a husiness league is an association of persons having samnes

common business intsrest, the purpose of which is to promote such

common intarest and not to engage in a regular business of a kind
ordinarily carried on for protfit. It is an organization of the
sane general class as a chamber of commerce or board of trade.
Thus, its activities should be directed to the improvement of
business conditions of one or more lines of business as
distinguished from the performance of particular services for
individual persons. An organization whose purpose is to engage
in a reqular business of a kind ordinarily carried on for profit,
avan thought the business is conducted on a cooperative basis or
produces only sufficient income to be self-gsustaining, is not a
businass league.

Rev. Rul. 59-234, 1959-2 C.B. 149, holds that a real-estate
board, whose primary purpose or activity is the operation of a
multiple listing system, is considered to be rendering particular
services for its membars and is not exempt as an organization
described in section 501(c) (6) of the Code. The stated purpose
of the multiple listing service is (a) to assist members of the
board in rendering better service to the public by creating a
broader and more active market for real sstate; (b) to stimulate
and facilitate the transaction of business between members of the
board through cooperation and exchange of exclusive listings; (c)
to provide a medium through which real estate may be merchandised
more efficiantly and axpeditiously to the advantage of both buyer
and seller; and (d4) to encourage realtors to uphold high
standards of business practice and to further educate them in
adhering to the principles of the Realtors’ Code of Ethics. The
actual function of the multiple listing system in the instant
cass involves the listing of property for sale by an owner with a
real eéstate broker, under an ‘exclusive listing contract,’ which
becomes available to all other broker-membars of the board. Upon
receipt of a listing the board forwards it, with all pertinent
information, to its other broker-membars. Such listings become
the proparty of the board for a stataed period of time, and, upon
a sale during this period, a certain percentage of the normal
commission is allocated to the board as a fee or commission, the
remainder being divided between the selling and listing brokars
pursuant to a prearranged schadule. The revenue ruling concludes
that the organization, instead of primarily engaging in

activities for the improvement of business conditions within the

real estate business generally, is performing particular sexrvices
for its members through the maintenance and operation of its




multiple listing system by providing thea with listings of
properties for sale, which serve them as a aonvcniangg and

eoono-g_in the conduct of their businesses.

Rev. Rul. 67-182, 1967-1 C.B. 141, holds that an
organisation whosa only activity is providing a referance library
of ’‘electric logs’, maps, and information services used solely by
ite members in their oil exploration businesses is not exexpt as
an ::ganisation described in section 501(c) (6) of the Code. The
organigation is making specialized information available to its
menbere on a cooperative basis, which serves as a convaenience and

. @CO in the conduct of their businesses. Thereforae, the

operation of the library as described is an activity which

constitutes the performance of particular services for individual

persons. ;

Rev. Rul. 68-264, 1968~1 C.B, 264, defines a particular
sarvice for the 3 of mection 301(c) (6) of the Code as
including an activity that serves as a convenience or economy to
thci:::hars of tha organization in the operation of their
bus ses.

organisation of individuals from various professions in the field
of public health and welfare organized to davelop greater
efficiency in the professions and solve common problems qualifies
for exemption under section 501(c)(6) of the Codae. The
organization’s membership is open to persons engaged in various
professions concernad with public bealth and welfare. The fact
that the membership is composed of individuals from a variety of
professions does not prevent the organization from qualifying
under section 501(c) (6) bacause the members all have a common
business interest in the field of public health and wvelfare.

Rev. Rul. 73-411, 1973-2 C.B. 180, states that in the case
of a chamber of commerce or similar organization, the common
business intarest required under saction 1.501(c) (6)-1 of the
regulations is usually the general economic welfare of a.
community. Membership is voluntary and open generally to all
business and professional men and vomen in the community. The
revenus ruling also defines trade associations or business
leagues as similar to chambers of commerce or boards of trade,
excaspt that they serve only the common business interests of the
members of a single line of businesa or of the members of closely
related lines of business within a single industry. The revenue
ruling further states that it has been established as a matter of
statutory construction that in employing popular names in
describing many of the organizations exempted under Subchapter F
of the Code, such as "labor organizations," "chambars of




conmarce," and others, Congress is presumed to have had reference
to organizations as they actually exist and are commonly knowm.
This means that where the requisite characteristics of the

T organizations exempted by such terms are not otherwise fixed by

regulations or statute, the Sexvice is required to look to the
characteristica of such organiszations as they have commonly coma
to be known in actuality. It weans also that successful
applicants for exemption must be shown to possess at least the
essential charactaristics of the class of organigzations commonly
known by such names, '

Your membership is comprised of a number of different

‘professions and types of organizations, which you have put

together as the "healthcare industry." Since you are not open
genarally to all business and professional men and women in the
community, you would not be considered as a "chamber of commerce"
undexr section 301(c) (6) of the Code as explainad in Rev. Rul. 73~

411, supra. For this reason, your right to exemption under

section 501(c) (6), if any, must rest on your characterization as
& trade association or business league. As also explained in
Rav. Rul. 73-411, trade associations or business leagues are
similar to chambers of commarce or boards of trade except that
thay serve only the common business interests of the membars of a
single line of business or of the members of closely related
lines of business within a single industry. Although health
plans, health cars providers, suppliers of healthcare technology,
insurance companies writing health care insurance, information
providars, self-insured employee valfare benefit plans, providers
of healthcare technology, and govermmental agencies may all be
involved with healthcare to some extent or othar, they are not
considersd to be in a single line of business or in related lines
of business within the meaning of section 501(c) (6) even by the
relaxed standards saet out in Rev. Rul. 70~641, gypra. Thus you
are lacking an essential elament of a trade association or
business league within the meaning of section 501(¢) (8).

Even in the event you could reform your memberships to meet
the definitions of either a line of business or chamber of
conmexoce, the information you have submitted indicates that you
were primarily established to provide particular services, as

" dafined in Rev. Rul. 68-264, supra, for your members in a manner

similar to tha real sstate board discussed in Rev. Rul. 59-234,
8upra. Your need for protecting your information from
unauthorized use, a critical requirement for implementing your
network, is very similar to the multiple listing aystem that iz
available only to the members of the real astate board for their

exclusive use.




You are also similar to the organization discussed in Rev.
Rul. 67-182, supra, since you wvould be providing a reference
facility for the sole use of your members regarding the virtual
patiant records and the IR . Although you state that
use of the _ B will not be limited to your members,
not all the users will be able to accass all the information.

For these reasons, we conclude that you do not qualify for
racognition of exemption from federal income tax under section
501(c) (6) of the Code. You are required to file federal income
tax returns.

You have the right to protest this ruling if you believe
that it is incorrect. To protest, you should submit a statement
of your views, with a full explanation of your reasoning. This
statement must be sulmitted within 30 days of the date of this
latter and must be signed by one of your officers. You also have
a right to a conference in this office after your protest
gstatsment is submitted. If you want a conference, you must
‘request it when you file your protest statement. If you are to

be represented by somaone who not one of your officers, he/she

must file a proper power of attornay and othexwisa qualify under
our Conference and Practice Requirements.

.. If we do not hear from you within 30 days, this ruling will
become final and copies of it will be forwarded to the Ohioc key
district office. Thexreafter, any quastions about your federal
income tax status should be addressed to the Ohio EP/RO key
district office., The malling address for that office is:

. Internal Revenue Service, EP/EO Customer Service, P. 0. Box 2508,

Cincinnati, oH - 45201.

¥Whan sendiﬁq additional letters with respect to this case to
the Internal Revenue Service, you will expedite their receipt by
placing the following address on the anvelopet

Intarnal Ravenue Service
OP:E:E0:T7:2-3R Room 6339
1111 Constitution Avenue, N.W.
Washington, D.C. 20224

S8incerely yours,

"§8ignad) Garland A, Caztap

Garland A. Carter
Chief, Exempt Organizations
Rulings Branch 2




